
SENATE SELECT COMMITTEE INQUIRY INTO PLANNING FOR RETIREMENT 

SUBMISSION BY THE SUPERANNUATED COMMONWEALTH OFFICERS’ ASSOCIATION 

ABOUT SCOA

The Superannuated Commonwealth Officers' Association (SCOA) Inc is 80 years old – it is non-political, not for profit and financed entirely by its members.  It represents the interests of:

· retired civilian Australian Federal Agency and Territory Government employees           and their families;

· people in the public service who will receive a  Commonwealth superannuation        benefit (or lump sum) on retirement; and

· former employees who have deferred (preserved) their pension entitlement.
SCOA has a National (Federal Council) Office in Canberra and separate branches in each State and the ACT.  SCOA branches are staffed largely by volunteers.

The Association has links with State and Defence superannuant organisations and with other key organisations concerning older persons and seniors.

SCOA's objectives are to:

· improve and safeguard the retirement interests of our members and constituency;

· protect the value of members' superannuation entitlements and related benefits;

· secure fair and equitable treatment compared to other retirees and pensioners; and

· provide information to members on issues such as - superannuation; taxation; age and other social security and veterans' affairs benefits; health and aged care; concessions; compensation; employment of older workers; and general investment matters.

At 30 June 2002 there were 376,763 members of the CSS and PSS schemes, being:

· 169,715 contributors;

· 123,505 pensioners, and 83,543 deferred beneficiaries.

Introduction

The Superannuated Commonwealth Officers Associations, SCOA, welcomes the opportunity to present suggestions and comments regarding this inquiry.  Our Federal Council wishes to pass on our appreciation to your committee for its thorough investigation of the issues that came forward in its inquiry into Superannuation and standards of living in retirement.  

2) In particular SCOA wishes to express its deep appreciation of your committee’s consideration of the issue regarding the indexation of Commonwealth and Defence superannuants’ pensions, in particular, your Committee’s recommendation regarding an alternative indexation methodology to the existing CPI.  Understandably we were disappointed with the Government’s decision as advised to your Committee by Senator Minchin late in 2002. SCOA will continue to pursue justice in this matter with the Government.

Holistic Approach to Retirement Planning

3) SCOA has strong views that whilst an adequate retirement income is an essential ingredient to a successful retirement, there are other key considerations such as health and appropriate housing.  Comment on these important issues is not provided in this submission. There is an increasing tendency for discussion on retirement planning to be dedicated to retirement income and associated savings/investment strategies.

4) Whilst sound financial planning for retirement can have benefits for both the retiree and Budget outlays, so too can proper planning for a healthy lifestyle, lifetime housing and aged care.  SCOA suggests that your Committee include these matters in its inquiry or refer to the policy development and planning that is occurring through initiatives such as the Strategy for an Ageing Australia, a Department of Health and Ageing responsibility.

Fair Treatment for Self-Funded Retirees

5) Our association is becoming increasingly aware of the discontent among many self-funded retirees, including both Commonwealth superannuants and privately funded retirees.  This discontent arises from the unfair treatment by Commonwealth and State Governments of this group of older Australians.  

6) That unfair treatment covers matters such as a reluctance by both levels of Government to grant concessions that are enjoyed by Age Pensioners.  It also stems from the Federal Government’s refusal to provide the same or even similar tax relief to that enjoyed by Age Pensioners.  For example, the Age Pension is paid separately to each member of a couple, thereby providing favourable tax benefits because this part of their retirement income is split.  Most self-funded retirees receiving superannuation or another form of retirement income don’t enjoy this tax relief because the income is mostly paid to one member of the couple.  

7) On the introduction of the GST, the Government, in recognition of the increased cost of certain goods, granted Age Pensioners an increase in their pension to compensate for these increases.  We understand that there was no similar compensation for self-funded retirees, not even to those on a relatively low retirement income.  Self-funded retirees justifiably see this as blatant discrimination.

8) The refusal of Governments to grant concessions and tax relief is no doubt cost influenced.  However, the time may not be far away when people who might have originally intended to fully or partially self-fund their retirement, will not do so because they have become disheartened by the unfair treatment they receive, particularly when their saving throughout their working life ultimately reduces Government outlays on the Age Pension by a considerable amount.  These people who have made sacrifices and demonstrated their will to self- fund their retirement, are likely to become disillusioned and instead, turn to the welfare cake.

9) The Government’s refusal to provide concessions to self funded retirees is very likely to have long-term deleterious impacts on Budget outlays.  Independent retirees are rightly saying that they have made sacrifices throughout their working life so that they do not have to rely on the Age Pension.  On the other hand, some, but clearly not all Age Pensioners, have chosen to be less frugal during their working life, knowing that they can rely on the Age Pension as their main source of retirement income.  

10) SCOA urges this inquiry to give careful consideration to this issue as for too long self-funded retirees have not been treated with the fairness they deserve.

11) Our comments against each of the particular issues your Committee will explore are as follows:

a) the effects of ageing on workers’ productivity.

12) The issue SCOA assumes that is requiring consideration is whether there is a correlation between ageing and reduced productivity.  SCOA has not researched this matter but believe that there should not be such an assumption.  Ageing would understandably impact on a person’s productivity if they were engaged in manual/heavy physical work.  There is an issue here for ensuring that people engaged in such occupations are encouraged to move to other less physically taxing employment once their age indicates this is necessary.  The age at which they should do this will obviously vary from person to person.

13) Retraining will clearly be necessary for this transition to successfully occur unless the employee already possesses other skills and there is a demand for those skills.  An obstacle to having manual workers accept this need for a change in employment would understandably be their concerns that other workers, their own families etc might view them as having reached the end of their employment life.  The Government with the assistance of employers could jointly work to assist manual workers to accept the need for this change.

14) Governments, both Federal and State should encourage employers to encourage this transition and demonstrate their interest by providing/funding retraining assistance.  SCOA notes that the ability for employees to access their superannuation to do this is suggested in paragraph (d) of your terms of reference.  If employees were to access their superannuation for this purpose, SCOA suggests that there should be favourable taxation treatment for any superannuation monies used for this purpose.

15) Encouraging manual workers to make a change to work that is less physically taxing should result in reduced health costs for theses workers who often suffer illness/injuries etc because of their age.  Often these illnesses/injuries will continue for the life of the person concerned which clearly has long term health cost implications.  Avoiding such illnesses/injuries and the associated health costs by timely transfer to alternative employment would offset or help offset the financial assistance that Governments provide for retraining.

16) For workers who are not employed in manual/physical duties, there are clearly variations between individuals regarding their productivity as they age.  This can be due to a range of factors including health, willingness/capacity to maintain/enhance skills, and social factors such as personal relationship stability/happiness.

17) SCOA does not believe that there is an automatic reduction in productivity due entirely to ageing.  Some organisations are slowly recognising that the older employees they encouraged to walk out the door, took with them considerable corporate knowledge/experience that is not always quickly/easily replaced.

18) The current review by the Attorney Generals Department into age discrimination is a welcome review that should help prevent work related age discrimination.  However, whilst it is a back end approach to reducing this form discrimination, a front end/preventative approach is also considered necessary.  This approach requires Governments and teaching institutions to help dispel the myth that ageing means lower productivity.  Recent forecasts indicate that with the declining birth rate, more mature-age Australians will be entering or re-entering the workforce in the future to fill this gap. That will require for some, refresher training etc and should demonstrate that mature age workers have an acceptable productivity level given the correct amount and type of refresher training.

b) the continuing relevance of the concept of a fixed retirement age.

19) SCOA strongly disagrees that there ought to be a fixed retirement age.  Historically such an age has probably grown from the entry age for the payment of the Age Pension.  This was presumably the age at which the then Government believed it could afford to commence these payments.

20) With the strong move by successive Governments to have retirees plan for and contribute to their retirement income, such fixed retirement ages are no longer relevant.  They are also inappropriate for reasons such as the health and social circumstances of individuals.  Whilst SCOA supports the right of mature-age Australians to engage in full or part-time employment, retirement at an age younger than sixty-five enables younger Australians to enter the work force.  This has important budgetary implications because a younger unemployed person with dependents who relies on Government welfare assistance draws more form the public purse than does an older person with no such dependents.

21) To summarise, Australians ought to be able to choose the age at which they retire, recognising however, that there clearly must be limits on the age at which Australians can expect to rely on Government assistance for their retirement income.  

22) The Government has an important role to play here in ensuring that Australians are made aware of the need to contribute from an early age towards their retirement.  There is a danger that too many Australians believe that with the introduction of the Superannuation Guarantee Levy that their retirement income has been taken care of.  There is a need to encourage Australians to move away from an attitude of spending generously pre retirement and then have the Government provide for them once they leave the workforce.

c) the potential to encourage progressive transitions from work to retirement including through possible new benefit access and contribution arrangements, and part-time work.

23) The potential to encourage this transition is to a degree, dependent on the willingness and capacity of the Government to have policies that ensure that such people are not penalised and in fact are assisted with this transition.  One way to do this is to enable people wishing to work part time to access a part of their superannuation to supplement their other part-time work income.  Based on the performance of most superannuation funds over the last one or two years, some people would prefer to manage their own superannuation.  SCOA recognises however that not all Australians have sufficient knowledge/skills to effectively manage their own superannuation.  

24) Perhaps the income test for welfare benefits should be reconsidered so that those wishing for example to undertake seasonal work, can still do so and receive their welfare benefit based on their earnings over a year.  That way they can receive an income that is sufficient to maintain them for the whole of the year.  The principle suggested here is similar to that which applies to the taxation arrangements.  i.e., a person’s taxable income is assessed as an annual income and refunds/debts are paid or payable based on that principle.  There are clearly administrative implications associated with this suggestion but it may facilitate greater part-time work participation by mature-age Australians.

25) An incentive for Australians to move from full to part-time work would be for them to be able to split their superannuation or other retirement income with their partner for tax purposes.  This would help to remove the discrimination that currently exists for superannuants and other self-funded retirees who cannot split this form of income, unlike Age Pensioners.

d) any scope for older workers to access their superannuation to finance retraining to continue work that is more suitable for older people.

26) SCOA supports this strategy as mentioned under “a)” above.  However, such access should offer favourable taxation treatment.  Persons accessing their superannuation to retrain will on entering into a new employment field be providing taxation revenue.  Favourable taxation treatment is also requested because as your committee has already acknowledged in its earlier inquiry late in 2002, superannuation funds are currently taxed three times.

e) ways to assist older workers to plan for their retirement.

27) The first step to achieve this planning is probably getting older workers to understand and appreciate the need for this planning.  This understanding could perhaps be addressed by means such as compulsory information to workers by employers.  Trade unions and other industrial and professional associations also have a role to play in this education process and the Government could look to a working relationship with these bodies to develop appropriate information retirement planning strategies.

28) The production of suitable short television documentaries featuring firstly an older worker who had failed to plan and who can explain the effects on his retirement may be one strategy.  The same documentary could then feature on a more positive note an older worker who had planned and was now enjoying retirement because of that planning.  It is usually the case that people will take more notice of messages from their peers.

29) Clubs are also a possible source of information dissemination for older workers.  e.g. bowls, tennis and golf clubs.  

30) Perhaps annual national retirement planning days could be held, organised by Government Departments such as Family and Community Services, Centrelink, Department of Veterans’ Affairs or the Department of Health and Ageing.  

f) the short and long term effect on the Budget of any proposals for change.

31) It is SCOA’s view that a shorter-term investment now by the Government in increasing the awareness of Australians to plan for their retirement will indisputably pay handsome dividends into the future.

32) The preparedness of Australians to consider planning for their retirement will firstly require a large attitudinal change regarding their “right” to a Government funded retirement income.  Changing that attitude will also require the Government to dispel the belief by many Australians that their retirement income is adequately catered for through the superannuation guarantee levy and perhaps a part Age Pension.  

33) Whilst your Committee’s report Superannuation and standards of living in retirement highlighted the difficulty in determining the adequacy of retirement incomes, it is fairly widely recognised that many Australians are not going to have the retirement income they will need to live the lifestyle they desire in retirement.  The Government must play a big part in getting this message to Australians so that they commence or increase their personal savings.

34) As mentioned in the early section of this submission, SCOA urges the Government to rethink its position with the reluctance to grant concessions and tax relief to self funded retirees.  Some members of this large group of Australians can have a significant effect on future years’ Budgets if the discontent that is now growing, results in those disillusioned members of Australian society deciding to save less and then drawing on welfare for their retirement.

g) any issues for the federal or state workplace relations systems.

35) Our association has no suggestions/comments regarding these systems.
c:\documents and settings\warhurstds\local settings\temporary internet files\olk10c\senate select committee inquiry into planning for retirement.doc
PAGE  
6

